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U.S. BRINGS NEW CHARGES OF BANK FRAUD AND FALSE
STATEMENTS AGAI NST EX- WORLDCOM CHI EF _FI NANCI AL OFFI CER

JAMVES B. COVEY, the United States Attorney for
the Southern District of New York, and KEVIN P. DONOVAN, the
Assistant Director of the FBI New York Field Ofice, announced
that a federal grand jury sitting in Manhattan has returned a
Super sedi ng I ndi ctnent agai nst SCOIT D. SULLI VAN, the fornmner
Chief Financial Oficer, Treasurer and Secretary of Wrl dCom
Inc. ("WorldComt'), in connection with his participationin a
schenme to defraud investors, creditors, and the public regarding
the financial condition and operating performance of Wrl dCom

The Superseding | ndictnment adds bank fraud and fal se
| oan applications charges agai nst SULLI VAN. SULLI VAN was
previously charged with securities fraud and conspiracy charges
in connection with the accounting fraud at WrldComin an
I ndi ct ment returned on August 28, 2002.

In addition to the charges contained in the previous
I ndi ctnent, the Superseding Indictnment charges that on or about

June 8, 2001, Worl dCom obtained two credit facilities. The first



was a $2.65 billion, 364-Day Revolving Credit Facility and the
second was a $1.6 billion, Five-Year Revolving Credit Facility
(collectively the “2001 Credit Facilities”). The participating
banks in the 2001 Credit Facilities were Bank of America, N A,
The Chase Manhattan Bank, G tibank and other lending institutions
(the “Participating Lenders”). In connection with the 2001
Credit Facilities, WrldComentered into certain | oan agreenents
(the “2001 Credit Agreenents”) which required WrldComto
provi de, anong other things, WrldConis quarterly and annual
financial statenents to the Participating Lenders.

According to the Superseding Indictnment, during the
Spring of 2001, SULLIVAN and other Worl dCom of fi cers began
di scussions with the Participating Lenders to obtain |Iines of
credit for WorldCom In furtherance of the alleged schene, on or
about May 14, 2001, SULLI VAN signed a commtnent |etter on behalf
of WorldCom for the 2001 Credit Facilities. In the commtnent
letter, it was charged, Wrl dCom represented and warranted, anong
ot her things, that information provided to Bank of Anerica
(“BOA") and The Chase Manhattan Bank (“Chase”), i ncluding
Worl dComi s financial statenents, “is and will be conplete and
correct in all material respects and does not and will not
contain any untrue statenent of a material fact.” WrldCom
further undertook “to supplenent the Information fromtinme to

time until the close date” of the | oans.
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According to the Superseding Indictnent, as SULLI VAN
and others well knew, the financial statenments on which BOA and
Chase had relied in issuing the Conmtnent Letter were fal se and
fraudul ent because they fal sely conceal ed recurring |ine cost
expenses as capital expenditures and thereby | owered publicly
reported expenses, resulting in higher reported earnings for
Wrl dCom Further, as SULLI VAN knew and i ntended, BOA, Chase and
the other Participating Lenders relied upon the information that
Wor | dCom provi ded, including WrldComis fraudul ent financi al
statenents and copies of its public filings with the SEC, in
maki ng decisions to extend credit to Wrl dCom

According to the Superseding |Indictnment, on or about
May 15, 2001, SULLIVAN and others, in furtherance of Wrl dConis
efforts to obtain financing, gave a presentation to the
Participating Lenders at the Waldorf Astoria in Manhattan about
Worl dComis purported financial health. |In furtherance of the
al | eged schene, SULLI VAN nade material m srepresentations to the
Partici pating Lenders, including, anong others matters,
Wor | dComis 2000 EBI TDA. I n addition, SULLIVAN presented
forecasts for WorldConis 2001 capital expenditures, but omtted
to disclose that Worl dCom had begun capitalizing a substanti al
portion of its recurring |line cost expenses, as set forth above.

According to the Superseding |Indictnment, by providing

false financial statenents to the Participating Lenders, SULLIVAN
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and his co-conspirators were able to secure nore than $4. 25
billion in credit fromthe Participating Lenders. After
all egedly fraudulently obtaining the 2001 Credit Facilities,
SULLI VAN and his co-conspirators continued to provide fal se and
fraudul ent quarterly financial statenents, for the purpose, anong
ot hers, of preventing the Participating Lenders from di scovering
that the financial statenents provided with the |oan applications
wer e fraudul ent.

The case is assigned to United States District Judge
BARBARA S. JONES. Judge JONES has scheduled the trial for this
matter for Septenber 8, 2003. The next pretrial conference in
this matter is scheduled for April 22, 2003 at 11 A M

SULLI VAN, 40, resides in Boca Raton, Florida. He
has been rel eased on a $10 mllion personal recogni zance bond
follow ng his arrest on August 1, 2002.

SULLI VAN is charged in the Superseding Indictment with
1 count of conspiracy, 1 count of securities fraud, 5 counts of
making false filings with the SEC in connection with Wrl dCom s
Fornms 10-Q and 10-K filed during 2001 and 2002, 2 counts of bank
fraud, and 2 counts of meking false statenents in connection with
| oan and credit applications. |If convicted on the conspiracy
count, he faces a maxi mum sentence of 5 years in prison and a
$250, 000 fine, or twice the gross gain or loss resulting fromthe

crime. The securities fraud and false statenents in public
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filings counts each carry a maxi nrum sentence of 10 years in
prison and a $1 mllion fine, or twice the gross gain or |oss
resulting fromthe crinme. The bank fraud and fal se statenents in
| oan and credit applications counts each carry a maxi num sentence
of 30 years in prison and a $1 million fine, or tw ce the gross
gain or loss resulting fromthe crine.

M. COMEY said that the investigation is continuing.

M. COMEY is a nenber of the President’s Corporate
Fraud task force. The Task Force is chaired by Deputy Attorney
General LARRY THOWPSON, and was created by President BUSH | ast
summer to conbat white collar crine.

Assi stant United States Attorneys DAVID B. ANDERS,
WLLIAM F. JOHNSON and BONNI E JONAS are in charge of the
prosecuti on.

The charges contained in the Superseding Indictnent are
nmerely accusations, and the defendant is presuned innocent unless
and until proven guilty.
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